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Purpose of Report
The main purpose of this report is to answer the following questions:
1. What are the key differences between IFRS and U.S. GAAP?
2. How should U.S. companies approach this issue for a successful transition?
3. Currently (in 2010), how ready are U.S. companies in making the transition?
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Introduction
The U.S. GAAP to IFRS conversion declared by the SEC in recent years win bring
drastic differences to America as how the Sarbanes Oxley Act did in 2002. In terms of financial
statements, mandatory conversion is not predicted to begin till 2014; however, many of the top
globally recognized domestic companies have already made its first step in this historical
transition this year. Currently, there are 110 companies in the U.S. that are potentially "capable"
of initiating the IFRS transition (Jefferson Wens, 2009). Companies, however, are hesitant of
making the transition because of the inevitable additional costs that they must incur in terms of
internal/external professional IFRS assistance, as well as IT reforms and renewals.
However, U.S. companies will face much greater chanenges if they stagger. Already,
more than 100 countries around the world have either permitted or required the use of IFRS,
making the financial reporting standard the most popular in the world. This includes many
European countries such as Russia, France, Germany, and the United Kingdom. The adaptation
rate continues to grow around the world, having Asian countries such as Japan to inquire new
accounting rules, or countries like China to basically converge its country's accounting standards
to IFRS (PricewaterhouseCoopers,
2010). America is one of the last major countries in the world
faced with the IFRS conversion, and by being left out in this transition will cause an enormous
damage to its international

commerce. Overall, the main purpose of this IFRS conversion is to

raise the transparency and continuity of the financial statements around the globe for better
international business practices.
Current accounting practitioners, as well as potential CPA candidates are also affected
during these times of change. The AICPA has announced that CPA examinees will he required to
be tested on IFRS concepts in addition to the current exam questions. The IFRS component win
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be included in the CPA exam starting January 1, 2011. The bigger problem is the learning
environment that must be created for current CPAs and practitioners to allow them to inquire the
new knowledge. Companies and current CPAs may be forced to allot a great deal of time and
money.

Background
Kev Accountin2 Differences
According to Feeley and Driscoll, P.c., a public accounting firm, there are three major
differences between u.s. GAAP and IFRS in terms of accounting procedures (Feeley and
Driscoll, 2009):
1. Inventory
2. Carrying Value of Assets
3. Income Taxes

First, LIFO is prohibited under IFRS. LIFO is very popular among U.S. companies with
lower tax incentives. This is especially true in industries such as the automobile industry, where
higher COGS is expected. However, this has not been the case in 2009. Because automobile
production declined at an incredible rate last year, 200 out of 220 car dealers in the suburbs of
Illinois were forced to use the inventory acquired earlier in the year to determine COGS, which
caused a much higher taxable income than they expected (Thompson, 2010). President Obama
has announced the LIFO repeal, in other words the disallowance for companies to use the LIFO
method. U.S. companies seem to be going towards the direction oflosing LIFO as an option, but
professionals argue that the mandatory use of FIFO will".. .increase a company's tax burden,
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lowering its global competitiveness, increasing cash flow problems and decreasing working
capital (Busch, 2009)."
Second, IFRS permits a one-time option of the revaluation of assets to fair market value.
Although devaluation of asset is permitted under U.S. GAAP, bringing the asset's value upward
is not permitted. An article by Grant Thornton questions when and for which assets the method
should be applied to. Fixed assets such as land that tend to increase its value over the years
should be revaluated, while many will question the significance it will have on assets such as
automobiles or machineries. The revaluation method also raises the risk of fraud. By giving
management the power to, "use their assumptions, their choice of valuators," when determining
the fair market value price, overestimation of the assets can be a possibility (Lafleche, 2008).
Third, income tax is probably one of the most complicated areas in the transition to IFRS.
This is because of the relationship between book and tax numbers. With many book accounting
methods changing, the tax methods must accommodate those changes as well. Also, after
everything is finally settled on the federal tax level, everything on the state and local levels must
change as well (Bernard, 2008). FASB Interpretation 48 (FIN 48) was created for guidance
purposes for uncertain tax issues. According to the CPA Journal, the FIN 48 has a two step
process to determine how to deal with these uncertain tax issues (Alltizer, 2008). First, if the
uncertain tax area is "more than likely" (over 50%) to impact financial statements, further
investigation must be taken. The determining factors of whether it is more than likely is 1) an
expert fully knowledgeable about the topic determines the uncertainty material to financial
statements and 2) all authorities of tax laws are used to determine its validness. The second and
final step is to determine its impact numerically on the financial statements under consideration
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of all facts and circumstances Thus, FIN 48 should playa huge role in helping future accountants
determine the uncertainties that the IFRS conversion should cause.
Overall, the main difference between IFRS and U.S. GAAP is the level of disclosure.
For example, if an auditor were to determine the amount of depreciation for a machinery, he/she
would need to figure out the depreciable amount for each part of the machinery. It is said that
while the IFRS manual is only 2 inches thick when compiled as a document, the U.S. GAAP
standards is over 9 inches (BKD, 2010). IFRS is principle based, and requires the auditor to use
more of his judgments based on knowledge and experience, rather than following specific
accounting rules.
Kev Financial Statement DifJerences
As of April 2004, FASB (Financial Accounting Standards Board) and IASB
(International Accounting Standards Board) have been working on a joint project in order to
bring together the financial statement presentation styles. The goal of this project is to create a
common form that will help investors and other users better understand the financial statements.
According to an article by Guy McClain of the Journal of Accountancy, this project has been
conducted in three different phases (McLelland, 2008).
The first phase was in December 2005. The IASB presented a financial statement of
version IAS 1, which helped align the income statement standards. The IASB also proposed that
a complete set of financial statements will include an income statement, a balance sheet, a
statement of changes in equity, and a statement of cash flows.
The second phase in June 2008 addressed the financial statement differences on the lineitem level. Another words, it specified which line item should be placed under certain
Azumaya
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categories. For example, in terms of the balance sheet, assets and liabilities are not categorized
under two distinct sections. Instead, you can observe in the Hutch Manufacturing Co. example
that the asset and liability items are put under "Business - Operating Assets and Liabilities" and
categorized on whether they are short or long term material. These presentation style differences
have been made on the income statement and statement of cash flows as well.

Exhibit 2

Hutch Manufacturing Co.
Consolidated Balance Sheets

BUSINEsa

Olllrali" 8M

Short term assets (ex.
Receivables) is listed under the
same category as short term
liabilities (ex. Accounts payable)
--McLelland, 2008

and liabilities
Short term
Receivables
less: Alowance for bad debts
Inventories
Prepaid expenses
Short.term assets
Accounts payable
Accrued labilities and other
Short-term liabililies
l.Dn1I term
Property, plant. and equipment
less: Accumulated depreciaIion
Goodwill
Intangibles
less: Accumulated amortilalion
Other assets and liabilities, net
Net Jooo.term assets
Net operating osete

Imrelling a...

$54,IlOO
(1,IlOO)
20,IlOO

.woo
91,IlOO
(16,IlOO)

.(56.OOOl
(75.000)
34,000
(9,000)
20,000
82,000
(21,000)

24,IlOO
~IIOO)
25,IlOO
82,IlOO
(14,IlOO)

l.5..DOOl
101.000
.000

~

$131,000

WIOOl
$115,IlOO

andliabilities

long term
Available-tor-sale securities
Investment in afliliate equity method

-

Total investing as&ete
Net business assets
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$68,000
(2,IlOO)
26,000
.19JIOO
111,000
(19,000)

2,000

3.IlOO

.000

.IlOO

$8,000
$145,000

$8.IlOO
$123,IlOO
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The third phase did not occur yet at the poiut this article was writteu in 2008. CUlTently,
the third phase is still in the process of completion. The most receut meetiug between FASB and
IASB was ou March I I, 20 10. lu this meeting, the two organizatious finalized the decisiou that
a complete set of financial statements will include the four mentioned in the first phase plus
notes that list significant accounting policies. As for the comparative periods that the IASB
requires, they have finalized their decision that only one comparative period is necessary (FASB,
2010).
EXDert's Advice on How to Make the Transition

Currently, it may be a difficult time for many U.S. companies to devote any time to think
about the IFRS transition. The economic crisis has wearied U.S. busiuess morals. While they are
trying to minimize overall cost and expenses as much as possible, the fact that the IFRS
implementation will cause them to incur more cost is probably a huge headache for CEOs and
chief accountants. As a result, this may be an issue that Corporations will push off until the laws
make it a requirement. However, when the companies finally decide to make the transition, it is
necessary that they make the correct first step. FOllowing the right advices to successfully make
it through the conversion is essential.
"Start now, treat it as an opportunity, and make sure your entire organization is invested
in the change." This is what a Vice President of a foreign multibillion
manufacturer who has
already experienced the IFRS conversion has to say to U.S. CEOs. These foreign corporations
who have successfully gone through the IFRS conversions should be role models for U.S.
companies. Hence, we should take a look at some of the advices these companies have (IFRS,
2009).
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Foreign professionals claim that it is the worst idea to completely take care of this
business at the top level (IFRS, 2009). A fully engaged organization is necessary to make it
through, which means every department should be aware of the change in accounting standards.
However, this does not necessarily mean having one knowledgeable person in each department is
enough. The best option is to have a core IFRS project team that can distribute their knowledge
to every department and level of the company.
Auditors are indeed important in making this change happen, however, companies should
learn as much as possible before asking for a third party's help. Companies should learn what
will become affected and what will stay the same. This way, companies will be able to talk
professionally on the same level with auditors, thus eliminate unnecessary audit fees for
elementary questions and concerns.
The foreign professionals took the IFRS change as an opportunity, and not just a
compliance issue. They state that the convergence is like starting on a new sheet of white paper.
It gives companies time to think about the current accounting standards and how the change may
benefit their companies.
Minimizin2 the Transition Cost
Following the steps of the ones who have already been there is probably the best option.
However, as stated before, cost minimization is a crucial goal for many companies. Deloitte
recommends companies to follow its guidelines to plan out the transition to IFRS. Companies
who are prepared for the transition can negate such costs that are made from errors or premium
fees for hiring IFRS specialists at the last minute, (Deloitte, 2009).
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It is important to understand which costs can be anticipated to change. In terms of
company resources, IFRS implementation will demand the need for internal human resource
experts, as well as external experts (i.e. Deloitte's IFRS advisors), and also costs incurred to
upgrade current IT systems. The need for internal and external professional assistance was noted
in the previous passage by the foreign experts. When developing a budget, it is important that
these costs are included. The IT systems, specifically the accounting and financial reporting
systems, will probably need to be modified to meet IFRS standards. Current accounting systems
are designed to automate numbers, schedules and statements based on GAAP rulings. With
IFRS coming up, accountants should work with members of the IT branch to resolve potential
disputes that may occur. However, it is important to note the degree of change the system
necessitates. Some systems may only require slight upgrades, while others may need a whole
renewal. This is a huge factor for the company's budget.
According to an electricity supplying company in Ontario, these are some elements that
may need to be considered to be IFRS ready (McCann 2010):

·

Disclosures - IFRS has fewer rules than GAAP, however it requires more disclosure in
the footnotes which necessitate explanations of how some numbers were derived.
Systems may need to be reconfigured to display this information.

·

Accounting Measurement - Such rules as the asset retirement obligations differ between
U.S. GAAP and IFRS. IFRS allows assets to be written back up to its fair value. The
system would need to understand that this is an allowable process.

·

Interface - Financial statement presentation style differences must be accommodated as
well.
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Trainine for IFRS
The need for internal and external expertise to get through this IFRS transition has been
continually noted through this report. Although the level of external expertise can only be
determined by how much the company is willing to pay, internal expertise can be developed in
many ways. A well-educated IFRS professional can be a valuable asset for companies.
Companies should first identify who is capable of learning IFRS standards and can
become the IFRS specialists for the company. Ideally, companies should choose employees who
already have a good grasp of the company's accounting policies, or employees who are currently
traveling abroad and have direct experience with IFRS. Companies with subsidiaries scattered
internationally are capable of bringing in IFRS expertise from these subsidiaries and teach the
rest of the employees at the U.S. location. While that is taking place, the company can send a
group of employees to the foreign subsidiary for them to bring back IFRS knowledge as well
(Robert Half, 2009).
Big 4 firms like PWC and KPMG in European countries have set up seminars for their
clients and other professionals with backgrounds in finance or having the responsibility of
accounting or reporting areas. These seminars are called IFRS Master Classes, and are designed
for professionals who are looking to file their financial statements under IFRS rules. PWC, for
instance, has trained members known as the PWC Accounting and Valuation Advisory Service
teaching these seminars, who use IFRS standards on a daily basis to assist their clients. This
Master Class in Amsterdam is set up in eight modules (four hours each), which starts in May
2010 and ends in November 2010. The seminars mainly deal with the accounting differences
that are present between their own country's GAAP and IFRS (PWC, 2010).
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Research
Interviews were conducted with credible professionals who work in the field of
accountancy in order to gain direct insight of how ready U.S. companies are in making the
transition to IFRS. Another words, the objective of this section is to gain first-hand information
on how companies are currently dealing with IFRS in 2010.
Research Methodolo2V
With the background knowledge the author gained from the individual research
assistedby Dr. Lee, he was able to come up with ten interview questions. The questions are
designed to better understand the current status of the interviewee and their clients on how ready
they are to transition to IFRS. The project topic and interview questions were reviewed and
approved by the Institutional Review of Research ORB). The application submitted to the IRB
also included information such as: purpose of study, participant demographics, estimated number
of participants, insurance of confidentiality, and how the data retrieved will be stored. The data
collected from the interviewees will be shredded upon completion of this report.
In total, the author was able to conduct seven interviews for this report. The author and
the interviewees from Firm A, Band C had a professional relationship before this report initially
began. Firm D and E and Company A and B were introduced to the author interviewees of Firm
A, Band C. Out of the five accounting firms and two companies interviewed, four of the firms
had started preparing for IFRS. The author conducted face to face interviews with Firm Band C.
Firm A, D, and E and Company A and B were asked to answer the interview questions via email.
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Interviewee Description
Interview responses included in research:
Code Name

Description

Interviewee Position

Firm A

Big Four Firm; Japanese

Manager

Service Group Division (JSG)
Firm B

Big Twelve Firm; Mainly U.S.

Audit Assistant

clients
Firm C

Large firm; Both U.S. and

Audit Assistant

foreign subsidiary clients
Firm D

Mid-sized; Specializes in

Partner

Japanese foreign subsidiaries

Interview responses not included in research:
Code Name

Description

Interviewee Position

Firm E

Small-sized: Clients mainly

President

small business owners
Company A

Fortune 500 Food Production

Financial Assistant

Company
Company B

Japanese Foreign Subsidiary

Chief Accountant

**Note: Responses from Firm E, Company A, and Company B were not included in this research because the
interviewees were not able to provide adequate responses to the author's IFRS related questions. A detailed
explanation can be found in the Results section.
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Results
Firm A and B, representative of a Big Four and Ten accounting firm respectively, seems
to be the most IFRS ready. Also, its clients understand the IFRS situation the best among the
firms I interviewed. Firm A seems to have the most international experience because of its size
and focus on Japanese entities. Along the same lines, Firm B's clients already have established
businesses on a multi-national scale as welL Its clients, however, are from countries such as
Gennany, where IFRS is already mandated. According to Firm C, its clients are usually Small
Medium Entities (SMEs), and most of them had very little knowledge on the IFRS subject.
Currently, Firm C is trying to develop its client's knowledge on the topic ofIFRS by
encouraging them to attend seminars. The Partner in Charge (PIC) interviewed from Firm D
completely devotes his time to provide service for Japanese foreign subsidiaries. Many of his
clients have parent companies in Japan that are publically traded, and are among the top
corporations in the country. He claims that most of his clients loyally follow its parent
company's instructions on such topics like accounting procedures, and his role is mainly to
determine whether the J-GAAP translation to U.S. GAAP is successfully converted.
As indicated before, these firms' clients seem to be in the introductory stage of
converting to IFRS. Financially, none of the firms have observed their clients set aside a budget
for the sole purpose of being IFRS ready. Firm A has noted that its clients in the automobile
industry are having trouble dealing with current financial problems. Overall, it seems all of the
firms' clients are afraid of additional audit fees that they may need to incur. Firm Band C have
remarked that their client's expenses (such as supplies expense) have gone down. Firm C has
even witnessed their clients minimizing the audit fees. Many of their clients have requested
reviews instead of audits these past few years. Firm D predicts that U.S. private companies will
Azumaya
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probably not convert to IFRS since it will not be mandatory for them. Though internationally
active private companies may benefit from filing under IFRS, the inevitable extra audit fees and
procedures will probably cause them to stay with U.S. GAAP.
Some problems these firms anticipate are procedural accounting differences, IT upgrades,
and the risk of errors and fraud to occur. All four firms have answered that the number one
difficulty accounting wise in this transition to IFRS is the income tax computation. Tax rates
and temporary/permanent difference configurations are among the many problems that the
auditorswill need to learn. Firm C and D have noted that almost all of their clients use the FIFO
inventory method, so there should not be a problem there, while Firm A and B believe they will
struggleto convince some of their clients LIFO will no longer be an option. Also, the clients of
Firm C and D should not have a problem upgrading their IT systems, while Firm B may have
some trouble. Many of Firm C and D's clients use general accounting software such as
Quickbook, which is updated every year. Because much of their accounting work is simple, they
do not have to have an established accounting system specifically designed for the company.
Some of Firm B' s clients, on the other hand, have accounting systems that must be upgraded to
be IFRS ready. Firm B believes this should not have such a burden on these companies, but it
still should not be ignored when setting their budget. Finally, all the firms believe that both
auditors and company accountants should anticipate errors in the beginning. However, as Firm
D has stated, auditors must be able to distinguish between an error and a potential fraud. This is
a critical reason why Firm D predicts the demand for CPAs will continually grow.
It is a good sign, though, that all four of the firms the author interviewed has had some
degree of training received or offered. These preliminary steps show that these firms are
anticipating 2014. It seems these firms have optional seminars they can attend; however,
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considering it is busy season for them, mandatory attendance will probably not be required till
the summer. Firm D has plans on sending one of their professionals abroad and gain IFRS
knowledge. They have also held IFRS sessions in both English and Japanese and plan on
running more for their clients in 2010.
Firm E, a small-sized accounting firm whose clients are mainly private business owners,
is the fifth firm I interviewed for this report. The reason why the author did not list the firm in
the interview response sheet is because the interviewee, who was the president of the firm, was
not knowledgeable about IFRS. At this point, his accountants received zero training on IFRS as
well. Firm E states that clients that small-sized accounting firms such as his only have to file
financialinformation that is necessitated by the end user. This is probably the reason why
private companies and their auditors will not be affected by IFRS in the beginning.
In addition to the accounting firms the author interviewed, he also had representatives of
two companies answer the questions as well. These two companies had completely different
backgrounds: 1) Fortune 500 food manufacturing company and 2) Japanese foreign subsidiary of
a publically held parent company in Japan. From the interview conducted with the Financial
Assistant, the author was not able to retrieve any information regarding IFRS changes made in
the company. However, the interviewee noted that the U.S. unit for who he currently works for
is the only unit that is not IFRS ready, and that all the other foreign units are either filing under
IFRS right now or preparing for the changes. The foreign subsidiary at this point listens
attentively to its auditor and contributes the information required to pass the audits. The
interviewee was not knowledgeable about the topic, and suggested it was something its parent
company or auditor will notify when necessary.
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Conclusion
Currently, in the United States, the IFRS conversion in 2014 is an issue that is mostly
discussed at the:

.
.
.
.

Federal level (SEC)
Accounting Organizations (FASB, AICP A)
Partner level in Accounting Firms
o Whose clients include foreign subsidiaries, or
o Large sized accounting firms who have publically traded clients
Upper level management in Corporations
o Fortune 500 Companies, or
o Foreign subsidiaries whose parent companies already have mandatory IFRS
obligations
Accounting organizations, such as FASB and IASB, have steadily brought together IFRS

and u.s. GAAP standards. At this time, the conversion is not perfect yet, and it will probably not
be even in the year 2014. Publically traded companies will be mandated to switch to IFRS;
however, the accounting standards for private companies will probably still need more
refinement.
The interview responses show that four out of the seven interviewees have entered the
preliminary stages for the transition. The author notes that the responses by the manager and
partner included more long term goals, while the audit assistants understood the general
background of the situation. Thus, the availability of information for each firm was influenced
by the interviewee's position. Also, three out of the four firm's responses that were included in
this research were to a degree affiliated with Japanese foreign subsidiaries. The author did not
intend to collect data from firms with specialized foreign services. Therefore, this report
incorporates a better understanding of how well prepared these specialized firms are, in contrast
to status of the general American accounting firms.
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Appendix A: Raw Interview Questions
Raw Interview Questions for Accounting Firms
I. Have you had any clients in the past that filed their financial statements under IFRS or
some other international regulation?
a. Domestic companies expanding, outsourcing internationally
b. Foreign companies transitioning into U.S. GAAP
c. Foreign companies who have subsidiaries in the U.S.
i. Any request from the parent companies to help subsidiaries get ready for
IFRS changes?
2. Have you told your clients about IFRS yet? If so, how did they react? What were their
perceived benefits about changing to IFRS?
3. Currently, are your clients making changes to company operations to prepare for the
IFRS mandatory conversion in 2014?
a. IT improvements
i. Upgrade existing accounting systems?
b. Accounting Differences
i. Inventory Valuation (Do your clients currently use LIFO?)
ii. Income Tax
Ill. Ca in Value of Assets Historical Cost v. Revaluation
iv. Direct v. Indirect Cash Flows
c. Reporting Procedures
i. Disclosure of compensation for executives
ii. Parallel accounting environment (3 years of f/s necessary)
4. Do your clients have a budget set aside for making this transition? Are they financially
capable?
5. Do you think the IFRS transition will benefit U.S. companies?
6. What are the risks of converting to IFRS?
a. Misstatement or ftaud?
7. How do you plan on educating your present auditors and clients about IFRS?
a. Assigning an IFRS knowledgeable group leader to each office?
b. Outsource foreign professionals ftom abroad?
c. Setting up classes?
i. Seminars
ii. E-learning
8. Does your firm have an established set of rules or guidelines to help your clients
successfully make it through the transition? Do you plan on creating an IFRS team?
9. Do you think the demand for external auditors will overall increase?
a. Since IFRS is more principle than rules based, do you feel it will raise the hurdle
for knowledge, experience, and skill required by each auditor?
b. Are you expecting a higher turnover rate as 2014 approaches?
c. More new employees with IFRS knowledge going in, veteran employees out?

Azumaya
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Appendix B: Raw Interview

Responses

Firm A, Firm B
Firm A

Firm B

Firm Description

Big-Four accounting firm,
Japanese Service Group (JSG)

Big-Ten accounting firm.
Mainly U.s. companies

Position in Company

Manager

Audit Assistant

1) Have you had any clients
in the past that filed their
financial statements under
IFRSor some other
international regulation?

Yes, our clients (JSG) are mainly
Japanese foreign subsidiaries.
So, when we communicate
between its parent companies,
the financial statements are

Yes, one of our clients was
actually a client from
Germany. I remember there
was much struggle trying to
apply u.s. GAAP standards to
their financial statements
which were under IFRS
standards.
Audit fees are a primary
concern for these our clients.

under J-GAAP rulings, so we are

2) What were your clients'
initial reactions when you
told them about IFRS? Did
they have any perceived
benefits?
3) Currently are your client
making changes to company
operations to prepare for
the IFRSconversion in 2014?

4) Do your clients have a
budget set aside for the
transition? Another words,
are they financially capable?

S) Do you think the IFRS
transitions
clients?

Azurnaya

will benefit your

knowledgeable about about
both GAAPs.
While many clients were
worried about audit fees, some
also questioned whether their
accountants should start IFRS
training.
As stated above, we have
encouraged our clients to
attend seminars that firms such
as ours hold for professionals in
the field.
Our clients in the automobile
industry are being hit hard by
the economy. These companies
are probably worried more
about their current financials
than anything.
Yes, Japan will soon be
obligated to change to IFRS as
well, which increases the
transperancy with the
subsidiaries here.

Income tax is a very
confusing and complicated
area, so we have actually had
professionals attend
seminars to bring back the
knowledge.
They do not have an
established budget set aside
for the sole purpose of IFRS,
but we can observe from all
of our clients that the
expenses are going down.
The world around us is
moving to IFRS, and
companies in the U.S. can not
be left behind. IFRSshould
help create transperancy
between the countries to
further engage globally.
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Firm A, Firm B (cont.)
6) What are the risks of

People should anticipate

converting

numerous errors. It will take
many years until this transition
is truly perfected.

to IFRS?

7) How do you plan on
educating your present
auditors and clients about
IFRS?

We specifically have seminars
established for our foreign
clients, but I am aware that the
Big 4 firms offer seminars.

Errors can definitely be
foreseen, but there is the risk
that some people may take
advantage of the situtation
and start fraudulent
activities.
Our firm has recently
partnered up with an IFRS
training course provider to
help professionals in this
field.

8) Does your firm have an
established set of rules or
guidelines to help your
clients successfully make it
through the transition?
9) Do you plan on creating
an IFRS team?

10) Do you think the
demand for external
auditors will overall
increase?

Azumaya

Yes, Big 4 firms have established
many guidebooks for auditors
and clients to follow.

Yes, we have prepared
listings for our clients of
things that should be done
for public companies before
2014.

At least in our division, all of our
auditors should be educated
well enough for IFRS audit.

I am not certain if all of the
auditors need to be IFRS
professionals since private
companies will probably stay
with U.S. GAAP. A good
balance between the two
professionals is essential
though.

Yes, especially with IFRS being
more principle based, the
auditors will be required to do
much more than to follow
guidelines.

I assume auditors will need
to make more professional
judgements based on their
experience.
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Firm C.Firm

0

Firm C

Firm D

Firm Description

Large-sized accounting firm,
deals with both SME U.S.
and foreign companies

Mid-sized accounting firm;
clients are mainly Japanese
foreign subsidiaries

Position in Company
1) Have you had any clients
in the past that filed their
financial statements under

Audit Assistant
Yes, we mainly deal with
clients who either have
foreign subsidiaries in the
u.s. Our clients are usually
Small-Medium Entities
(SME).

Partner
Yes, we specialize in serving
small and medium
international companies.
None of our clients in the
U.S. are public companies,
however many of their
parent companies are public
in their own countries where
IFRS may be mandated.

2) What were your clients'
initial reactions when you
told them about IFRS? Did
they have any perceived
benefits?

Surprised. They all assumed
the audit fees were going to
tremendously rise and were
scared about that.

We have not explained in
detail the significance of
IFRS at this point, but we
have had some inquiries
from some clients as to the
potential impact it will have
on accounting changes.

3) Currently are your client
making changes to
company operations to

Reasons vary, however we
have observed expenses
being cut down by many
firms. I have seen many
supplies expense accounts
drop from around 50,000 to
10,000. Also, many of our
clients request reviews
instead of audits.

The two main accounting
areas the clients should
beaware of are income tax
and the carrying value of
assets. Income tax is indeed
a complicated area. As for
the valuation of assets,
many of our clients base
their assets on fair value.

Since many companies are
frantically trying to beat out
the economy right now, we
believe most of our clients
have no time or money to
budget on the IFRStopic.

Foreign subsidiaries will be
mandated to change if their
parent companies have to.
In Japan, IFRS is not
mandatory at this point.
However, we feel private
companies in the u.s. will
probably stay with GAAP

IFRS or some other

international

regulation?

prepare for the IFRS
conversion in 2014?

4) Do your clients have a
budget set aside for the
transition? Another words,
are they financially
capable?

Azumaya
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Firm C, Firm D (cont.)
5) Do you think the IFRS
transitions
clients?

will benefit your

6) What are the risks of
converting

to IFRS?

7) How do you plan on
educating your present
auditors and clients about
IFRS?

8) Does your firm have an
established set of rules or
guidelines to help your
clients successfully make it
through the transition?
9) Do you plan on creating
an IFRS team?
10) Do you think the
demand for external
auditors will overall
increase?

Azumaya

Definitely. Especially for the
foreign subsidiaries, who
can have smoother
communication
with their
parent companies.

Yes, currently, much of U.S.
companies earn their
revenue overseas. This
should be a beneficial
transition for many U.S.
public companies.

There will probably be
various accidental errors
made by both accountants
and auditors
We have weekly IFRS
research group meetings for
those who are interested. It
is not mandatory now since
it is busy season, but it
probably will be during the
summer.

We are considering sending
one of our professionals to
one of our networking firms
abroad. For our clients we
have done 2 English and 1
Japanese IFRS seminar. In
2010, we plan on running
Japanese seminars in the
Midwest region.

Yes, as auditors, we are
currently learning as much
as possible about our
guidelines to better serve
our clients in the future.

No, we are currently in the
process of creating one.

We will all probably be
mandated to understand
IFRS standards in the end.

Yes, we are currently in the
process of creating a
specialized IFRS team.

As how SOX had an effect in
the accounting industry, I
am sure there will be
another wave of demand for
auditors when IFRS is
mandated.

Definitely. Many young
auditors will come in with
IFRS knowledge, but we
need to preserve the U.S.
GAAP knowledge as well. As
an accounting firm, we will
need to be able to cater
both needs.
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